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Questions or
Comments?

“Why am I muted?” 
Don’t worry. Everyone is 
muted except the Presenter 
and the Host. Thank you 
and enjoy the show.

Type them into the
questions box!

www.acs.org/acswebinars
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Chat
Announcements and

hyperlinks from our team
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linkedin.com/company/
american-chemical-society@amerchemsociety@AmericanChemicalSociety@AmerChemSociety

Let’s Get Social!
Follow the American Chemical Society on Twitter, Facebook, 
Instagram, and LinkedIn for the latest news, events, and 
connect with your colleagues across the Society.

Contact ACS Webinars® at acswebinars@acs.org

www.acs.org/acswebinars
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Where is the Webinar Recording?

All Registrants
Watch the unedited recording 
linked in the Thank You Email 

for 24 hours.

www.acs.org/acswebinars

ACS Members w/Premium Package

Visit the ACS Webinars® Library 
to watch the edited and 

captioned recording.
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ACS Industry 
Member Programs

• ACS Industry Matters

ACS member only content with exclusive 
insights from industry leaders to help you 
succeed in your career. #ACSIndustryMatters

Preview Content: acs.org/indnl

• ACS Innovation Hub LinkedIn Group

Connect, collaborate and stay informed about 
the trends leading chemical innovation.

Join: bit.ly/ACSinnovationhub
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7https://chemidp.acs.org

A Career Planning Tool For Chemical Scientists

ChemIDP is an Individual Development Plan 
designed specifically for graduate students and 
postdoctoral scholars in the chemical sciences. 
Through immersive, self-paced activities, users 
explore potential careers, determine specific skills 
needed for success, and develop plans to achieve 
professional goals. ChemIDP tracks user progress 
and input, providing tips and strategies to 
complete goals and guide career exploration.

8www.acs.org/careerconsulting

Career Consultant Directory

• ACS Member-exclusive program that allows you to arrange a one-on-one appointment with 
a certified ACS Career Consultant.

• Consultants provide personalized career advice to ACS Members.

• Browse our Career Consultant roster and request your one-on-one appointment today!
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“The ACS Scholars Program provided me with monetary 

support as well as a valuable network of peers and mentors 

who have transformed my life and will help me in my future 

endeavors. The program enabled me to achieve more than I 

could have ever dreamed! Thank you so much!”

REGISTER TODAY 
ABCChem.org
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ACS Career Resources

https://www.acs.org/content/acs/en/careers/personal-career-consulting.html

https://www.acs.org/content/acs/en/careers/developing-growing-in-your-career.html

12

The Office of Diversity, Equity, Inclusion & Respect (DEIR) 

is the central hub at the American Chemical Society that 

coordinates, supports, and guides all efforts by staff, 

members, and governance toward Strategic Goal 5, 

“Embrace and Advance Inclusion in Chemistry.” The Office 

of DEIR at ACS is committed to empowering everyone, 

irrespective of lived experience and intersectionality of 

identities, to fully participate in the chemistry enterprise. 

The Office of DEIR welcomes comments, suggestions, 

and questions around issues of diversity, equity, inclusion, 

and respect from members at any time. Please do not 

hesitate to reach out to the Office through this form.

Get in touch with the Office of Diversity, 

Equity, Inclusion & Respect

https://fs7.formsite.com/acsdiversity/ACSMemberFeedback/index.html

Please do not hesitate to reach out to the Office of 

DEIR at diversity@acs.org
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https://www.acs.org/content/acs/en/careers/personal-career-consulting.html
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If you are a student from a group underrepresented in the chemical sciences, we 

want to empower you to get your graduate degree!

The ACS Bridge Program offers:

• A FREE common application that will highlight your achievements 

to participating Bridge Departments

• Resources to help write competitive grad school applications and 

connect you with mentors, students, and industry partners!

Are you thinking of Grad School?

Learn more and apply at www.acs.org/bridge

Email us at bridge@acs.org

ACS Bridge Program

13
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http://www.acs.org/bridge
mailto:bridge@acs.org
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https://acs-schb.org
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The ACS Small Chemical Business team is here to assist you in 
the formation, development, and growth of your small 
chemical businesses. 

Please join us at 3:15pm ET today, June 1st (immediately 
following the webinar) to discuss business topics. 

Email pr@acs-schb.org to be invited to the virtual happy hour!

z

www.acs.org/acswebinars

16

Register for Free Browse the Upcoming Schedule at www.acs.org/acswebinars

How to Approach Gender, 
Language, and Intersectionality

Wed., June 23, 2022 | 2:00pm–3:15pm ET

Co-produced with ACS Office of Diversity, Equity, 
Inclusion & Respect 

Chemistry and the Economy: 
2022 Mid-Year Review

Wed., June 29, 2022 | 2:00pm–3:00pm ET

Co-produced with ACS Industry Member Programs

Starting a Company: How to Set Up 
Essential Business Contracts

Thurs., July 28, 2022 | 2:00pm–3:15pm ET

Co-produced with ACS Division of Small Chemical Businesses 
and ACS Division of Business Development & Management

15
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https://acs-schb.org/
mailto:pr@acs-schb.org
http://www.acs.org/acswebinars
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THIS ACS WEBINAR® 

WILL BEGIN SHORTLY…

🖐 Say hello in the 
questions window!

www.acs.org/acswebinars

www.acs.org/acswebinars

18

BENJI JONES, JD, MA

Co-Founder, Innovate Capital Law 
and Adjunct Professor, Campbell 

University School of Law

ACS Immediate Past President ACS SCHB Chair, and 
CEO, Terregena, Inc.

DIANE GROB SCHMIDT, PhD

2015 ACS President and Adjunct 
Professor of Chemistry, 
University of Cincinnati

H.N. CHENG, PhD JIM SKINNER, MBA

Starting a Company: How to Set Up Equity and Securities Structures

This ACS Webinar ® is co-produced with ACS Industry Member Programs, ACS Current and Immediate Past Presidents, ACS Board Committee on Corporation
Associates, ACS Committee on Technician Affairs, ACS Division of Small Chemical Businesses, and ACS Division of Business Development and Management. 

Download the Presentation 
Slides Under GTW 
Handouts Section
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Ownership Tied to “Stock” Issued to 
Persons/Entities

Control Tied to Whether “Stock” has 
Voting Rights and Whether Rights are 

Limited By Contract

Fundamental Rights attached to 
“Stock” (voting power, liquidation, 

dividends) are defined in 
Certificate of Incorporation

“Capital Structure” 
(i.e. max number and type of shares) 

defined in Certificate of 
Incorporation.  

Usually is more than stock issued.

FUNDAMENTALS OF CORPORATE STRUCTURE

19

• “Charter” (Certificate of Incorporation or Articles of Incorporation)
• Bylaws
• Board of Directors
• Officers
• Equity
• Capital stock
• Common stock
• Preferred stock
• “Authorized but unissued” shares
• “Issued and Outstanding” shares
• Shares “reserved” for future issuance
• “Cushion” or “Dry Powder” in the context of shares
• “Founders” Stock
• “Super Shares” 
• “Restricted “ Stock
• Vesting
• Forfeiture
• Equity Compensation/Sweat Equity
• Deadlock

VOCABULARY LESSON #1

20

19

20
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Currently no employees, but anticipate need to use “sweat equity” to top 5-
10 employees in future 

Will need to raise outside capital but founders are not clear how to structure 
and what form it should take

Three-person Founder Team
• Two will work “full time” on company (CEO (100%) and CTO (50%))
• One is a university professor – inventor of IP to be used by Company.  He will not leave his 

university position and will act more as an advisor
• University will expect to have some form of ownership of Company through 

tech transfer office.

Need to form a Company:  Delaware C-Corp

Founders have been “working” on IP and business concept for over 3 years.  
Want to apply for grant funding 

BASIC SCENARIO

21

Currently no employees, but anticipate need to use “sweat equity” to 
top 5-10 employees in future 

Will need to raise outside capital but founders are not clear how to 
structure and what form it should take

Three-person Founder Team
• Two will work “full time” on company (CEO (100%) and CTO (50%))
• One is a university professor – inventor of IP to be used by Company.  

He will not leave his university position and will act more as an advisor
• University will expect to have some form of ownership of Company 

through tech transfer office.

Need to form a Company:  Delaware C-Corp

Founders have been “working” on IP and business concept for over 3 
years.  Want to apply for grant funding 

BASIC SCENARIO
• Is there one key person “in charge”, 

if so, who?

• Who is on Board?

• How is ownership divided?

• Will everyone have same voting power?

• Will ownership be subject to 
vesting/repurchase or other forfeiture?

• If vesting, will “credit” be given for 
prior “work”?

• Can university own voting shares?

• Does university have a cap on ownership 
% and will it have antidilution protection 
to maintain ownership?

• How much of the Company do you want 
to put aside for employees?

• Should employees get voting shares?

• How much capital ($) do you need to 
launch the company?

22

21
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BASIC SCENARIO

• Is there one key person “in charge”, if so, who?  Prefer this to be “yes” – deadlocks can be challenging.  Assume CEO is “main” founder.

• Who is on Board?  Recommend ODD number of persons on board to avoid deadlock.  Could be all three founders or could just be CEO to start.  This
is more challenging if you have an even number of founders. University rules may limit Inventor from being on Board.  Outside investors may 
require board position in future.  Assume CEO is sole director.

• How is ownership divided?  Critical question:  if equal, what threshold of vote controls (majority? Super majority)?  (More challenging if even 
number of owners). Assume ownership is commiserate with time invested.  (See Cap Table)

• Will everyone have same voting power?  Use “super shares”?  Assume no.  Not typical outside of Silicone Valley.

• Will ownership be subject to vesting/repurchase or other forfeiture? Unless founders are putting a significant amount of $ into the company at 
formation, this is typical, but not required.  Outside investors may expect it later.  (4 years, 1 yr. cliff, monthly thereafter).  Forfeiture is case by case.

• If vesting, will “credit” be given for prior “work”?  Not unreasonable in this circumstances.  

• Can university own voting shares?  Case by case, assume here no they can.

• Does university have a cap on ownership % and will it have antidilution protection to maintain ownership? Case by case, Assume cap at 10% and 
no antidilution protection.

• How much of the Company do you want to put aside for employees?  Amount varies.  7-15%.  Assume 10%.

• Should employees get voting shares?  Case by case, assume here yes.

• How much capital ($) do you need to launch the company?  Minimum amount you can pay for shares is “par value” (which can be very low), but 
you may need “more cash” to handle initial operating expenses.  Assume about $10K.  (Alternatively, could do founder loans, but assume not).

23

BASIC SCENARIO

FILL IN

 Target 

Ownership 

Total Issued 

Shares

 Implied 

Purchase 

Price 

% 

Ownership 

and Voting 

Control

Total Shares
% 

Ownership

CEO 46.00% 4,600,000         4,600.00$   51.1% 4,600,000    46.00%

CTO 24.00% 2,400,000         2,400.00$   26.7% 2,400,000    24.00%

Inventor 10.00% 1,000,000         1,000.00$   11.1% 1,000,000    10.00%

University 10.00% 1,000,000         1,000.00$   11.1% 1,000,000    10.00%

Equity Compensation Pool 

(future grants)
10.00% 1,000,000    10.00%

100.0% 9,000,000        9,000.00$   100.0% 10,000,000 100.0%

Total Capital Stock 

Authorized
 10,000,000 Par Value 0.0010$      

Common Stock  10,000,000 

Common Stock Issued    9,000,000 
Total Paid In 

Capital
9,000.00$   

Reserved for Equity 

Compensation Plan
   1,000,000 

Total Shares to 

Allocate
10,000,000 

Cushion (availbale for 

future issuance)
0

Fully Diluted With PoolCommon Stock

24
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At Organization

Charter filed with DE.  Incorporator appoints board, approves bylaws and charter.  Board will undertake initial 
corporate approvals – issuance of stock to founders and, if complete, University tech transfer documents; may 
approve Equity Compensation Plan (but could be delayed)

Bylaws include typical rules (majority of Board and SH) plus we recommend:
• Transfer Restrictions
• Right of First Refusal benefiting Company (may be assigned)
• Drag-Along Rights
No Voting Agreement needed at this time because of allocation of shares.

Founders will each sign a “Founder’s Restricted Stock Purchase Agreement” which will contain vesting terms and 
forfeiture provisions.  Will also required Founders to assign IP.  Additional employment/consulting documents may 
be needed (Section 83b election).

Board approves tech transfer arrangements with University, including issuance of shares.

We recommend not issuing stock certificates but doing “book entry” uncertificated shares

BASIC SCENARIO

25

1. Transfer Restrictions
2. Lock-up or Market Stand Off
3. Tag-Along/Co-Sale Rights
4. Drag-Along Rights
5. Rights of First Refusal
6. Participation Rights/Preemptive Rights
7. Pre-Money Valuation
8. Post-Money Valuation
9. Dilution
10. Typical Rights of “Preferred Stock”

• Liquidation Preference/“Participating” Preferred
• Dividends (Cumulative/Compounding)
• “Protective Provisions”
• Priced-Based Antidilution Protection
• Conversion Rights/Conversion Ratio
• Underlying Shares
• Redemption Rights

WHATS NEXT? VOCABULARY LESSON #2

26

25
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Have counsel REVIEW your marketing campaign, if used or 
permitted to be used

Make sure you KNOW how to navigate Securities Law exemption(s) 
and how you are communicating with potential investors

Have counsel SIGN OFF on your Disclosure Statements

WORKING WITH 

LEGAL COUNSEL to RAISE CAPITAL

Get help with offering STRUCTURE and STRATEGY

27

Common Stock*
Convertible Preferred Stock*

Convertible Notes*
Notes with Warrant Kickers

SAFEs*
KISS

Revenue Share Notes
Royalty Sharing

SAFTs
Coins

Tokens
Dual Tokens

Clawbacks
Hybrids

Air Drops

28

27

28



6/16/2022

15

PROMISSORY 
NOTES

• Most non-bank promissory notes are securities

• Debt that has priority in liquidation over all equity

• Secured or unsecured

• Demand

• Fixed Term

• Installment

• Line of Credit

• Can be combined with equity kickers (like warrants)

Innovate Capital Law
29

BRIDGE
CONVERTIBLE NOTE

Conversion Price depends on the price of a future Priced Equity Round

Price Equity Round is usually Preferred Stock 

Conversion Price is often the lower of:

- a discount from the price of the priced equity round

- a maximum pre-money valuation

Usually automatically converted when Company raises a  stated amount of capital in a Priced Equity Round

May have the option to convert before a Priced Equity Round at a fixed conversion price

Usually earns a small amount of interest, but interest is converted

Originally was used for short term (e.g. 90 days) bridge loans from a VC investor to keep the company alive until close bigger 
investment 

Has evolved into longer term maturity (one to two years)

Most often used in financings of $100,000 to $1 Million

Documentation is less costly than for a VC Convertible Preferred Stock Round

Fewer contract rights and protective provisions than in a Priced Round

Often used as a way to avoid a full valuation of the Company – later investors value the Company and negotiate detailed terms

Innovate Capital Law
30

29
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COMMON STOCK

• All economic and voting rights that are not allocated to any other 
class of security and are permitted or required by the state statute

• Can be multiple classes
• Sometimes Voting and Non-Voting
• Sometimes one class can be convertible into another class
• Charter, Bylaws or Shareholders Agreement may impose transfer 

restrictions, pro rata, first refusal co-sale, come along, drag along, 
buy-out and other rights and obligations

Innovate Capital Law 31

VC CONVERTIBLE 
PREFERRED 
STOCK

• Preference in Liquidation over Common Stock usually Purchase price plus any 
accrued unpaid Dividends

• Toxic Preferred has Multiple of Purchase Price
-Participating Preferred 
-Non-Participating Preferred

• May have a fixed annual dividend or may have same dividend rights as the 
Common Stock

• Convertible into Common Stock at fixed Price

• Antidilution Protection
-Full Ratchet
-Weighted Average

• Redemption Rights

• May or may not vote as same class with the Common Stock (on as converted 
basis)

• Often Class Vote for Stated Number of Members of Board of Directors

• Protective Provisions – list of events over which the company cannot do unless 
a majority or higher percentage) of the class of Preferred Stock votes to 
approve (Veto Rights) 

• Contract or Charter Rights
-- Information
-- Drag Along
-Pro Rata
-First Refusal on Founder Re-Sales
-Come Along
-Registration

Innovate Capital Law 32

31

32
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SEED 
PREFERRED 
STOCK

Often mimics the VC Convertible Preferred 
with less onerous rights
• Non-Participating Liquidation Preference
• No Fixed Dividend
• Fewer Protective Provisions
• Fewer or no Board seats
• Weaker anti-dilution protection
• No Redemption Right or longer period
• Fewer contract rights

Innovate Capital Law
33

SHADOW PREFERRED STOCK
A class or series of Preferred Stock that has similar rights as another class or series

Often issuable upon conversion of Notes to reflect a conversion price that is lower 
than new investors pay for Preferred Stock

Differences most often focus on 

• Liquidation preference

• Dividend rights

• Trigger for anti-dilution protection

• Might include Voting or Protective Provisions

Innovate Capital Law 34

34

33

34
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SIMPLE AGREEMENT 
FOR FUTURE EQUITY
(SAFES)

• A contractual right to receive stock or the economic 
benefits of stock at some later date

• Keeps the number of actual shareholders low
• Formula for determining the number of shares is often 

similar to the conversion rights of a  convertible note 
or agree to Most Favored Nation)

• Primary differences from convertible note are:
• No debt on balance sheet
• Usually, no interest
• May not receive equity until the company is sold 

or does IPO
TYPES OF SAFES
• Pre-Money SAFEs
• Post Money SAFES (include in the conversion 

calculation all shares issuable on conversion of all 
SAFES)

• Crowdfunding SAFES – defer conversion until liquidity 
event

• Pro Rata Rights Side letter gives SAFE investors right 
to maintain % ownership

Innovate Capital Law 35

W
A

RR
A

N
T 

K
IC

K
ER

S Warrant is issued to provide the investor with upside

Right to purchase shares in the future at a fixed price

Right expires if not exercised during a stated period

May have antidilution protection

Often has cashless exercise provision

36

35
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REVENUE SHARE NOTES

Similar to a Promissory Note

Instead of a stated interest rate, the borrower agrees to repay a fixed  multiple of the 
amount borrowed (e.g. 1.75x or 2x)

Fixed stated maturity date when the unpaid balance of the loan is due (often 5 years)

Monthly or quarterly installment payments

Installment payments fluctuate up and down based on a agreed percentage of the 
borrower’s revenue each month or quarter

Investor’s ROI increases if the loan is repaid before the final maturity date

Innovate Capital Law
37

LIMITED 
LIABILITY 

COMPANY 
(LLC) 

SECURITIES

Innovate C
apital Law % Interest in P&L

Units mimics a share of stock
Profits Interests – as equity comp  
Members Interests vs Units Owner
Flexibility – can duplicate almost any type 
of rights of a security in a corporation 
subject to partnership tax rules (beware 
of capital account partnership tax rules)
Not all LLC interests are Securities, but 
most manager-managed LLCs are

38

37
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INVESTMENT 
CONTRACTS

Howie Test: Catch-all concept the SEC Uses to Have 
Securities Laws Cover Hybrids and New Types of Securities

- invest money or other value

- in a “common enterprise”

- led to expect profits

- solely or primarily from the efforts of others

Can turn real estate into a security (E.g. Condo Hotel)

Some digital assets (tokens/crypto) are investment contracts

Innovate Capital Law 39

DIGITAL ASSETS 
(TOKENS)

Security Token

SAFT (Simple Agreement for Future Token)

Simply Digital form of ownership of a Traditional Type 
of Security 

Ownership of a Fractional Part of a Stream of Revenue 
or Profit from a Defined Product or Service

Stable Coin – backed by an asset and redeemable for 
the asset

Innovate Capital Law
40
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Benji Jones and Jim Verdonik

Crowdfunding & Venture Capital

Public Securities

Corporate Formation

Business Law Clinic

Entrepreneur Education & 
Economic Development

50 Years 
Combined Experience

919-673-4301
Benji@InnovateCapitalLaw.com 

919-616-3225
JimV@InnovateCapitalLaw.com

41
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THE LIVE Q&A IS
ABOUT TO BEGIN!

Keep submitting your questions 
in the questions window!

www.acs.org/acswebinars
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https://acs-schb.org
44

The ACS Small Chemical Business team is here to assist you in 
the formation, development, and growth of your small 
chemical businesses. 

Please join us at 3:15pm ET today, June 1st (immediately 
following the webinar) to discuss business topics. 

Email pr@acs-schb.org to be invited to the virtual happy hour!

43
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Register for Free Browse the Upcoming Schedule at www.acs.org/acswebinars

How to Approach Gender, 
Language, and Intersectionality

Wed., June 23, 2022 | 2:00pm–3:15pm ET

Co-produced with ACS Office of Diversity, Equity, 
Inclusion & Respect 

Chemistry and the Economy: 
2022 Mid-Year Review

Wed., June 29, 2022 | 2:00pm–3:00pm ET

Co-produced with ACS Industry Member Programs

Starting a Company: How to Set Up 
Essential Business Contracts

Thurs., July 28, 2022 | 2:00pm–3:15pm ET

Co-produced with ACS Division of Small Chemical Businesses 
and ACS Division of Business Development & Management

www.acs.org/acswebinars
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Edited Recordings
are an exclusive benefit for ACS Members with the 
Premium Package and can be accessed in the 
ACS Webinars® Library at www.acs.org/acswebinars

Learn from the best and brightest minds in chemistry!
Hundreds of webinars on a wide range of topics relevant to 
chemistry professionals at all stages of their careers, presented 
by top experts in the chemical sciences and enterprise.

Live Broadcasts
of ACS Webinars® continue to be available free to 
the general public several times a week generally 
from 2-3pm ET. Visit www.acs.org/acswebinars to 
register* for upcoming webinars. 

*Requires FREE ACS ID

45
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ACS Webinars® does not endorse any 
products or services. The views expressed in 
this presentation are those of the presenter 
and do not necessarily reflect the views or 
policies of the American Chemical Society.

Contact ACS Webinars® at acswebinars@acs.org
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